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ABSTRACT 


This   report—part   of  a   nationwide    study   of   terminal  whole- 
sale   flower  markets-- includes   data   on  22  wholesalers    in   two  major 
western  markets   -   Los  Angeles  and   San  Francisco,    Calif.      In   the 
national    study,    136    floral   wholesalers  were    interviewed   in   13 
markets. 

The  wholesalers  in  Los  Angeles  and  San  Francisco  specialize 
in  perishable  floricultural  products.   Carnations,  chrysanthemums, 
gladioli,  and  roses  account  for  77  percent  of  total  sales  and  other 
perishables  an  additional  21  percent.   Nearly  all  the  major  flowers 
handled  were  grown  in  California.   On  the  average,  wholesalers 
interviewed  had  been  in  business  more  than  30  years  and  employed 
11  persons.   Average  sales  per  firm  were  half  a  million  dollars. 
Retail  florists  continue  to  be  the  principal  customers  of  terminal 
market  wholesalers. 

Keywords:  Wholesale  marketing,  Flower  marketing,  Floriculture 
marketing,  Market  organization,  Market  practices,  Ornamentals, 
Marketing  ornamentals. 
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PREFACE 


This  is  one  in  a  series  of  reports  representing  the  results 
of  a  national  study  of  selected  major  terminal  wholesale  markets 
for  cut  flowers  and  potted  plants.   The  study  was  conducted 
cooperatively  by  Cornell  University,  Purdue  University,  and  the 
Economic  Research  Service,  U.  S.  Department  of  Agriculture. 
Researchers  from  Cornell  interviewed  terminal  market  wholesalers 
in  New  York  City  and  Boston;  Purdue  personnel  were  responsible 
for  the  data  from  Chicago,  Cleveland,  St.  Louis,  and  Dallas-Ft. 
Worth;  ERS  personnel  conducted  interviews  in  Detroit,  Philadelphia, 
Baltimore,  Washington,  Atlanta,  Los  Angeles,  and  San  Francisco. 
In  total,  136  floral  wholesalers  were  interviewed  in  13  markets. 
This  report  presents  data  for  two  major  western  markets:   Los 
Angeles  and  San  Francisco. 

The  Society  of  American  Florists  and  the  Florist  Transworld 
Delivery  Association  gave  valuable  advice  and  counsel  in  planning 
and  conducting  the  study.   The  wholesale  florists  interviewed  in 
the  specified  markets  cooperated  by  giving  detailed  information 
concerning  their  business  practices. 
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SUMMARY 


Western  regional  returns  of  a  1970  national  study  indicate  that  termi- 
nal wholesale  cut  flower  markets  in  Los  Angeles  and  San  Francisco  are  highly 
specialized.   Very  few  firms  selling  major  cut  flowers  handle  other  products 
such  as  florist  greens  or  supplies. 

Carnations,  chrysanthemums,  gladioli,  and  roses  accounted  for  approxi- 
mately 77  percent  of  total  sales  and  69  percent  of  perishable  sales.   Non- 
perishable  products,  chiefly  florist  supplies,  accounted  for  only  2  percent 
of  total  sales./ 

Sales  of  the  22  firms  interviewed  totaled  $10.9  million.   Sales  in 
Los  Angeles  were  slightly  greater  than  those  in  San  Francisco. 

Most  firms  are  corporations  that  have  been  in  business  more  than  30 
years.  The  average  firm,  which  has  11  full-time  employees  and  a  gross 
revenue  of  a  half  million  dollars  per  year,  increased  sales  in  the  past  5 
years.   Most  wholesalers  neither  owned  production  facilities  nor  operated 
retail  stores. 

Almost  all  the  cut  flowers  sold  in  these  two  markets  were  produced  in 
California.  Roses  accounted  for  21  percent  of  total  perishable  sales.   Re- 
spective sales  values  of  carnations,  gladioli,  and  all  chrysanthemums  were 
only  slightly  smaller. 

Most  flowers  handled  by  the  terminal  market  wholesalers  were  purchased 
outright  rather  than  received  on  consignment.   Larger  firms  received  a 
higher  percentage  of  consignments. 

Generally,  the  two  terminal  markets  had  no  major  problems  in  handling 
and  transportation  of  cut  flowers  to  the  market.   However,  distributing  cut 
flowers  from  the  central  city  location  becomes  difficult  during  peak  traffic 
hours  in  the  morning. 

There  has  been  little  change  in  the  types  of  customers  served.   Retail 
florists  probably  will  continue  to  be  the  major  customers  for  terminal  market 
wholesalers,  followed  by  other  wholesalers  with  nonflorist  outlets  as  a 
minor  market. 

About  half  the  firms  believed  that  wholesalers  netted  between  1  and  3 
percent  of  sales  in  their  market,  while  about  a  fourth  of  the  firms  thought 
net  returns  on  sales  were  4-6  percent. 

Markup  varied  for  specific  supply  and  demand  factors;  average  markup  was 
20-25  percent.   Generally,  as  prices  rise,  the  percentage  markup  decreases, 
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and  vice  versa.   Wholesalers  believed  rising  costs  will  necessitate  an  increase 
in  the  markup  if  current  marketing  practices  continue. 

Few  firms  leave  the  business,  and  still  fewer  enter  it.   Trends  indicate 
fewer  but  larger  firms  will  be  in  the  terminal  wholesale  markets  in  the  future. 

Among  possible  changes  that  terminal  market  wholesalers  expect  in  the 
marketing  of  cut  flowers  are:   The  establishment  of  delivery  charges  to  all 
customers;  more  formal  credit  policies;  adoption  of  universal  grades  and 
standards;  and  an  increase  in  advertising  by  terminal  market  wholesalers. 
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ORGANIZATION  AND  PRACTICES  OF  SELECTED  TERMINAL 
WHOLESALE  FLOWER  MARKETS  IN  THE  WEST 


Richard  Hall 
Agricultural  Economist 
Marketing  Economics  Division 
Economic  Research  Service 

INTRODUCTION 


Terminal  market  wholesalers  traditionally  have  been  important  elements 
in  the  marketing  of  cut  flowers  from  growers  to  retailers  in  and  around  Los 
Angeles  and  San  Francisco.   A  wholesale  florist  is  a  firm  that  sells  cut 
flowers,  potted  plants,  and  florist  greens  to  retailers  and  other  wholesalers, 
and  derives  a  majority  of  sales  from  purchased  or  consigned  perishable  stock. 
If  sales  of  selected  perishables  (carnations,  chrysanthemums,  gladioli,  and 
roses)  by  a  florist  supply  firm  accounted  for  an  appreciable  portion  of  the 
local  market,  it  too  was  included  in  the  study  as  a  wholesaler.  Firms  hand- 
ling only  florist  greens  or  florist  supplies  were  not  included. 

The  traditional  marketing  of  cut  flowers  is  in  a  period  of  transition. 
Forces  of  change,  such  as  population  shifts,  redistribution  of  income,  improved 
transportation  and  communication  systems  are  causing  terminal  market  whole- 
salers to  change  their  methods  of  operation.  Retailers  have  changed  their 
locations  and  have  increased  purchases  of  perishables  direct  from  growers. 
Other  changes  in  and  outside  the  industry  have  resulted  in  adjustments  by 
wholesalers. 

Purpose 

This  report  analyzes  marketing  practices  of  floral  wholesalers  in  two 
western  markets--Los  Angeles  and  San  Francisco.   It  is  part  of  a  nationwide 
study  of  13  selected  terminal  wholesale  markets  in  which  136  floral  whole- 
salers were  interviewed.   Specific  objectives  of  the  study  were  to:   (1)  de- 
termine the  organization,  conduct,  and  economic  importance  of  wholesalers 
in  the  terminal  markets;  (2)  investigate  economic  and  organizational  trends; 
and  (3)  evaluate  the  impact  of  change  on  marketing  practices  and  organization. 


FLORAL  FIRM  CHARACTERISTICS 


Gross  Volume 

The  average  wholesaler  interviewed  had  sales  of  about  $500,000.   The  11 
firms  interviewed  in  San  Francisco  had  total  sales  of  $5.1  million  and  averaged 


$460,000  per  firm.   The  11  firms  interviewed  in  Los  Angeles  had  average  sales 
of  $528,000,  with  total  sales  of  $5.8  million  (table  1). 

The  majority  of  wholesalers  in  both  markets  had  annual  sales  under 
$400,000  (table  2).  Four  firms  were  of  medium  size,  $400,000  to  $999,000  in 
annual  sales,  and  six  firms  had  sales  of  over  $1,000,000  per  year. 

Small  firms  with  less  than  $400,000  in  gross  sales  accounted  for  55  per- 
cent of  the  firms  but  only  20  percent  of  sales  (table  2);  medium  firms  grossing 
up  to  $1,000,000  represent  18  percent  of  the  firms  and  20  percent  of  sales; 
but  large  firms  with  sales  in  excess  of  $1,000,000  accounted  for  almost  60 
percent  of  total  gross  sales  in  the  two  markets. 

Trends  in  Gross  Volume 

Total  sales  for  all  firms  increased  from  1965  to  1970.   Six  firms  shifted 
to  larger  sales  classes  (table  3).   Two  firms  increased  from  small  to  medium 
and  four  firms  increased  in  size  from  medium  to  large  (over  $1,000,000  in  sales) 


Table  1. --Gross  annual  sales  and  average  sales  per  firm,  by  city, 
22  wholesale  florists,  West,  1970 


City 

F  irms 

Total  gross 
annual  sales 

Average 
per  firm 

Number 

:      11  1/ 
11  1/ 

1,000 
dollars 

5,805 
5,061 

1,000 
dollars 

528 

460 

22  1/ 

10,866 

494 

1/  The  total  understates  the  number  of  true  wholesalers  in  these  markets 
because  some  firms  in  each  market  that  might  be  classified  as  terminal  market 
wholesalers  did  not  give  complete  answers  in  the  survey. 


Volume  From  Own  Production 


Both  San  Francisco  and  Los  Angeles  are  located  near  flower  production 
centers.  Firms  selling  on  the  terminal  market  generally  have  moved  their 
production  facilities  out  of  the  city.   The  distinction  between  wholesalers 
and  growers  in  the  market  is  based  on  the  percentage  of  total  sales  that  a 
firm  has  produced  or  bought.   If  over  50  percent  of  sales  were  from  their  own 
production,  a  firm  was  classified  as  a  grower  and  therefore,  not  included 
in  the  study. 


Table  2. --Gross  annual  sales,  by  size  of  business, 
22  wholesale  florists,  West,  1970 


Firm   size 
(1,000  dollars) 

Firms 

Total   gross 
"      annual    sales 

Average 
per   firm 

Large   ($1,000  or  more) . „ . . 

Number 

12 

4 
6 

1,000 
dollars 

2,196 
2,220 
6,450 

1,000 
dollars 

183 

555 
1,075 

22 

10,866 

494 

Table  3. --Size  of  wholesale  florists  by  gross  sales 
22  wholesale  florists,  West,  1965  and  1970 


Firm 
(1,000   d 

size 
ollars) 

: 

1965 

1970 

$400  -   $999. . . 

Number 

■           14 
.  ..:             6 

Percent 

64 

27 

9 

Number 

12 
4 
6 

Percent 

55 
18 

$1,000  or  more 

...•             2 

27 

. 

Total. „ 

. ..:          22 

100 

22 

100 

: 

Nonperishables 

Nonperishable  sales  added  relatively  little  to  the  gross  revenue  of  ter- 
minal market  wholesalers  in  the  two  West  coast  markets.   Only  2  percent  of  the 
total  revenue  of  the  wholesalers  came  from  the  sale  of  nonperishables  (table  4) 

The  tendency  of  wholesalers  in  the  two  markets  to  carry  supplies  did  not 
vary  by  size  of  firm.   Since  1965,  the  trend  has  been  for  wholesale  firms  to 
handle  more  nonperishables  as  a  convenience  and  service  to  customers.   Never- 
theless, the  typical  wholesaler  in  both  San  Francisco  and  Los  Angeles  concen- 
trates on  selling  perishables. 

Importance  of  Major  Selected  Perishables 

The  selected  major  perishables:   Carnations,  chrysanthemums,  gladioli, 
and  roses  comprise  approximately  77  percent  of  total  gross  sales  of  the  termi- 
nal market  wholesalers  in  Los  Angeles  and  San  Francisco  (table  4). 


Roses  averaged  21  percent  of  total  sales  by  the  terminal  market  wholesalers 
in  the  two  cities  (table  5).   Sales  of  roses  were  27  percent  of  total  sales  in 
San  Francisco  but  only  15  percent  in  Los  Angeles. 

Carnation  sales  were  only  slightly  below  the  total  of  roses  in  the  two 
markets.   Carnations  represented  22  percent  of  the  total  sales  in  San  Francisco 
and  17  percent  in  Los  Angeles. 

Gladioli  sales  were  29  percent  of  total  sales  in  the  terminal  market  in 
Los  Angeles  but  only  7  percent  of  total  sales  in  San  Francisco. 

Chrysanthemum  sales  constituted  19  percent  of  wholesalers'  total  sales. 
Over  half  the  chrysanthemum  sales  were  standard  chrysanthemums,  accounting 
for  11  percent  of  total  sale  value.   Pompons  were  only  6  percent  and  potted 
mums  2  percent  of  total  sales. 

Organization  of  Firms 

Seventeen  of  the  22  wholesalers  in  the  two  markets  are  corporations.   The 
remaining  firms  were  comprised  of  four  individual  proprietorships  and  one 
partnership.  Firms  interviewed  indicated  that  the  corporate  form  of  business 
organization  will  be  even  more  dominant  in  the  future. 

Labor 

The  22  firms  interviewed  regularly  employed  approximately  240  persons, 
including  managers.   Number  of  employees  per  firm  averaged  11.  Average  sales 
per  employee  in  Los  Angeles  were  $48,000  per  year.   The  average  sales  per 
employee  in  San  Francisco  were  lower  (table  6). 

Wholesalers  used  mostly  full-time  help.  About  17  percent  of  the  labor 
force  were  part-time  employees.   Only  two  firms  employed  a  high  percentage 
of  part-time  help  in  the  two  markets. 

The  smaller  firms  averaged  five  or  less  full-time  employees.   Generally, 
the  larger  firms  had  greater  sales  per  employee. 

Age  of  Business 

Most  wholesale  firms  in  the  two  terminal  markets  have  been  in  business  over 
30  years.   Only  two  firms  have  been  in  business  less  than  20  years  (table  7). 
All  firms  averaged  over  30  years  in  business  and  almost  30  years  in  their 
present  location. 

Integration 

The  wholesalers  indicated  that  wholesaling  perishables  is  their  prime 
business.   Some  firms  also  controlled  production  through  ownership  or  working 
agreements.   Some  firms  were  divisions  of  businesses  with  retail  and  shipping 
operations.   But  most  wholesalers  were  neither  vertically  integrated  nor  did 
they  believe  that  widespread  vertical  integration  was  imminent.   Vertical 
integration  was  not  considered  likely  because  of  the  wholesalers'  belief  that 
management  decisions  at  each  level  of  the  business  are  essentially  so  different 
that  they  must  be  made  by  specialists. 
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Table  6. --Number  of  full-time  employees  (including  manager), 
by  city,  22  wholesale  florists,  West,  1970 


Number  of  employees 


Los  Angeles 


San  Francisco 


• 

Number 
6 

6  -  10  

. 

1 

11  -  20  

. 

1 

, 

3 

Total  employe* 
Average  emplo 

2S 

/e 

P 

as  per  firm 
er  employee 

•  •  •  • 

121 
11 

Average  sales 

•  •  •  * 

48.0 

1,000   dollars- 


Number 
4 
2 
4 
1 


119 
11 


42.5 


Table  7. --Number  of  years  business  in  operation  and  at  present  location, 
by  city,  22  wholesale  florists,  West,  1970 


City 


Years  in  business 


Years  at  present 
location 


Los  Angeles 

10  years  or  less  . 

11  -  20  years 
21  -  30  years 

31  or  more  years  , 

Average  years  per  firm, 

San  Francisco 

10  years  or  less  , 

11  -  20  years 
21  -  30  years 

31  or  more  years  , 


Average  years  per  firm 


-Number  of  firms- 


1 

1 
2 

7 

32 


0 
0 
6 
5 

33 


1 
2 
2 
6 

28 


0 
5 
2 

4 

29 


Wholesalers  in  both  markets  recognized  that  more  direct  buying  by  retail- 
ers will  continue.   Some  terminal  market  wholesalers  recognized  direct  buying 
as  a  problem  of  logistics.   The  wholesalers  recognized  that  downtown  areas  are 
becoming  less  accessible  to  both  retailers  and  growers.  As  the  two  cities 
expanded,  the  number  of  growers  and  retailers  in  the  suburbs  increased  relative 
to  those  close  to  the  terminal  wholesale  markets.   Growers  and  their  retail 
customers  now  may  be  located  more  conveniently  to  each  other  than  the  downtown 
terminal  wholesale  market.   Los  Angeles  wholesalers  were  particularly  affected 
by  this  change  in  location  of  production  and  retailers. 


BUYING  PRACTICES 


Geographic  Buying 

Almost  all  the  selected  flowers  sold  by  the  firms  interviewed  in  Los 
Angeles  and  San  Francisco  originate  in  nearby  production  areas  (table  8) . 
Exceptions  are  a  limited  number  of  specific  varieties  and  seasonal  flowers. 
Among  the  "imported"  flowers  are  anthuriums,  orchids,  and  other  specialties 
from  Hawaii  and  Australia,  tulips  from  the  Netherlands,  lilies  of  the  valley 
from  Germany,  daffodils  and  tulips  from  Oregon  and  Washington,  gladioli  and 
leatherleaf  ferns  from  Florida. 

Not  only  is  California  the  major  producing  State  for  the  commercially 
important  major  perishables,  but,  in  addition,  the  growers  are  located  close 
to  the  two  major  consuming  areas  within  the  State.   Often,  sources  of  supply 
located  in  other  States  are  either  long  distances  from  San  Francisco  and  Los 
Angeles  or  are  located  in  low- con sumption  areas.  1/     Colorado  is  the  nearest 
surplus  producing  State  for  carnations  and  roses,  although  California  ships 
more  of  each.   California  does  import  roses  under  occasional  unusual  seasonal 
demand  situations,  but  generally  the  State  is  the  major  source  of  roses,  and 
standard,  spider  and  potted  mums  on  a  national  basis.   California  also  domi- 
nates U.  S.  production  of  some  specialties  such  as  stock.   Other  specialties, 
including  orchids,  are  produced  in  California. 

PRODUCT  PROCUREMENT 


The  major  flowers  are  obtained  from  California  growers  except  some 
gladioli  and  pompons  (table  9) .   Supplies  of  California  gladioli  during  the 
late  fall,  winter,  and  early  spring  are  supplemented  by  purchases  from  Florida 
Purchasing  the  selected  perishables  out  of  State  was  principally  done  by  a 
few  small  firms  (table  13) . 

Supply  Agreements 

Slightly  more  than  half  the  flowers  handled  by  terminal  market  whole- 
salers were  obtained  by  purchase  rather  than  by  consignment  (table  14).   The 


1/  The  distance  from  Los  Angeles  to  Seattle  is  1,151  miles,  to  Denver 
1,128  miles,  and  to  Hawaii  over  2,000  miles.  (Production  is  greater  around 
San  Francisco,  but  consumption  is  less.) 
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Table  10. --Selected  flowers  by  source  of  origin  and  by  city, 
22  wholesale  florists,  West,  1970 


Type  of 

flower 

:    Los  Ang 

ales    : 

San  Francisco   : 

T( 

»tal 

Carnations: 

:   1,000 
■  dollars 

997 
997 

445 
445 

357 

8 

365 

87 
87 

1,329 

340 

1,670 

885 
885 

Percent 

100 
100 

100 
100 

98 

2 

100 

100 
100 

80 

20 

100 

100 
100 

1,000 
dollars 

1,072 
1,072 

765 
765 

223 
223 

177 
177 

288 

73 

361 

1,323 
1,323 

Percent 

100 
100 

100 
100 

100 
100 

100 
100 

80 

20 

100 

100 
100 

1 
do' 

2 
2 

1 
1 

1 
2 

2 
2 

,000 
Liars 

,069 
,069 

,210 
,210 

580 

8 

588 

264 
264 

,617 

413 

,030 

,208 
,208 

Percent 
100 

Florida  . 
Total. 



100 

Chrysanthemums, 
Standard: 

Local 

100 

Florida . , 
Total . 



100 

Chrysanthemums, 
Pompons:            : 
Local . 0 

99 

1 

Total.  ...00 • 

Chrysanthemums, 
Potted: 

Local 

Florida  . . . .  0 .  „. . «,. 
Total ■ 

100 

100 
100 

Gladioli: 
Local. . . . 

80 

2  0 

Total 

100 

Roses: 

100 

Total 

100 
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arrangement  was  fairly  standardized  by  California  legislation  requiring  remit- 
tances to  producers  in  a  specified  period  of  time.   Large  firms  received  a 
higher  percentage  of  flowers  on  consignment  than  did  small  firms  (table  15) . 


TRANSPORTATION 


Origin  and  Mode 

Supplies  orginating  in  California  are  received  by  truck.   However,  most 
flowers  from  out  of  State  arrived  by  air.   Specialty  flowers  from  Hawaii, 
Germany,  and  Australia  also  were  received  by  air.   Exceptions  to  long-distance 
air  shipments  and  short-distance  truck  receipts  are  gladioli  shipments  by 
truck  from  Florida  (table  16).   Data  on  seasonal  truck  shipments  from  Oregon 
and  Washington  of  spring  and  other  types  of  flowers  were  not  included  in  this 
study. 


HANDLING  PROBLEMS 


California  terminal  market  wholesalers  have  no  major  transport  problem  in 

receiving  cut  flowers.   Obtaining  supplies  by  truck  from  nearby  producers 

during  the  night  and  early  morning  hours  avoids  the  local  traffic  congestion 
problems. 

Distributing  flowers  from  the  central  city  location  does  become  a  problem 
during  peak  traffic  hours  in  the  morning.  Fortunately,  flower  deliveries 
radiate  out  from  rather  than  into  the  central  city  during  the  morning  peak 
traffic  periods.   However,  some  buyers  have  a  difficult  time  visiting  the 
market  to  make  selections  in  person  if  the  visits  are  not  made  before  the 
rush  hour.   Both  terminal  wholesale  markets  are  "early"  markets.   Most  market 
activity  extends  from  about  4  to  8  a.m.  2/ 

Selling  Practices 

Terminal  market  wholesalers  sell  their  merchandise  primarily  to  retail 
florists  (table  17) .   Other  wholesalers  are  the  second  most  important  customers 
of  terminal  market  wholesalers.   Sales  to  nonflorist  retailers  are  a  very  small 
proportion  of  total  business.   Nonflorist  retailers  include  grocery  stores, 
street  vendors,  discount,  department,  and  variety  stores,  and  other  business 
users  of  cut  flowers.   Consequently,  retail  florists  purchased  more  than  68 
percent  of  the  total  flowers  sold;  other  wholesalers  purchased  28  percent. 

About  half  the  total  sales  of  wholesalers  go  to  retail  florists  within 
50  miles  of  the  terminal  market.  Another  20  percent  of  sales  go  to  retail 
florists  50  miles  or  more  from  the  terminal  market. 


2/  Even  without  buyers  being  physically  present,  activity  in  the  market 
may  be  hectic  because  of  phone  orders,  filling  standing  orders  or  orders  from 
the  previous  day,  etc. 

12 


4-1 
0) 

o 

o 

o 

o 

o 

o 

o 

o 

o 

5-1 

t— 1 

rH 

rH 

.—i 

^~» 

QJ 

r-l| 

rH 

rH 

cO 

4-J 

O 

H 

CO 

O     M 

-X) 

o 

o 

vD 

O     cfl 

<j- 

o 

C\l 

^£> 

O    rH 

o 

r-«. 

CN 

C7\ 

»>  i-4 

Ann 

W\ 

T-l         O 

CM 

rH 

MD 

o> 

T3 

4-) 

C 

qj 

o 

cr\ 

r-» 

rH 

>—l 

u 

vD 

•■-O 

<T 

LO 

CO 

qj 

(D 

Pm 

CO 

CO 

jd 

CJ 

Vi 

3 

Pm 

co 

O     U 

r^- 

lo 

co 

LPl 

CD     CO 

T-t 

<i- 

LP, 

r-l 

O   t-l 

<t 

,-h 

LO 

rH 

~  t-l 

■%                •*                m 

n 

rH     O 

r-l 

rH 

eg 

LO 

•r) 

4-1 

d 

qj 

CJ 

rH 

on 

o^ 

<J\ 

4-1 

5-j 

co 

co 

LP, 

<t 

d 

CD 

CD 

Pm 

6 

C 

bO 

•H 

CO 

c 

O 

co 

O 

O     5-1 

O^ 

LP 

r-» 

t— 1 

O    co 

CM 

LP 

vo 

LO 

O   i-l 

vc 

LP 

vO 

00 

-.  .-l 

^ 

*% 

rH     O 

CO 

o- 

TJ 

r"^ 

co 

J-i 

I                   »o 

Qj    co 

N    rH 

•rH    ,-1 

CO     o 

QJ 

T3 

M 

e 

O 

5-1   O 

e 

•H    O 

C 

C" 

i 

fn    O 

c 

a 

>               r4 

o 

a 

>        o 

rH 

« 

1 

o 

r-l 

CO 

5- 

1 

o 

4J 

a 

1           C 

o 

o 

T 

1        c 

)             ft 

H 

C 

:       <i 

I— 1 

1 — 

)       <s 

h       </> 

c 

o 

•r-l 

4-1 

CO 

4-1 

U 

o 

0, 

w 

c 

CO 

U 

4-1 

'4-1 

0 

0) 

X 

O 

e 

Tj 

C 

CO 

C 

•H  O 

bOr^ 

•H    CA 

r^    rH 

O 

>>  4J 

,£1     CO 

QJ 

T3    S 

QJ 

>       ~ 

•H      CO 

QJ     4-1 

O     CO 

QJ     -r-l 

5-1    5-1 

O 

CO     r-l 

U     MH 

0) 

£     QJ 

O    rH 

r-l      CO 

• 

HH      CO 

CJ 

QJ 

o 

0)     r-4 

•H 

4->      O 

4-J 

CO  -C 

co 

4J      ^ 

tU 

go 

d 

1     CM 

cr 

U-4   CM 

O 

CO 

1 

•rJ 

4-1 

^ 

d 

4-1 

O 

!-4 

r-l 

a) 

rH 

5 

CO 

CO 

C 

14-4 

cO 

O 

4-1 

0) 

o 

E 

d 

d 

rH 

T3 

O 

•r-l 

> 

XI 

1 

1 

CO 

• 

£ 

^> 

^ 

rH 

•H 

LH 

QJ 

rH 

o 

& 

s 

cO 

H 

H 

rH 

CO 

rH                1 

O 

4-1 

CM                 1 

O 

o 

<}"                 1 

i— I 

H 

rH 

^ 

a 

CO             1 

00 

rH 

o 

<t             1 

LO 

CO 

u 

CM               1 

4-1 

H 

0 

H 

•• 

H 

00              1 

CM 

•H 

r^           i 

<t 

<H 

rH                1 

rH 

cO 

4J 

CO                 1 

O 

G 

r-~           i 

O 

H 

rH 

O 

CO 

CJ 

}-i 

1.0 

cO 

■H 

rH 

4J 

CJ 

^ 

rH 

c 

c 

a 

o 

QJ 

CO 

d 

T3 

LO               O 

00 

r-l 

M 

CO         .  5-i 

<t 

Pn 

H 

O 

o 

QJ 

Cm 

c 

o 

cO 

r 

co 

rH 

H 

00               1 

CM 

•H 

co           i 

LO 

<! 

rH 

CO 

00             1 

o 

4-1 

-d-          i 

o 

o 

co          i 

rH 

H 

CO 

, 

CU 

rH 

OJ 

^ 

M 

CJ 

00             I 

O 

C 

d 

O             I 

v£> 

< 

H 

H 

CM              1 

co 

o 

rJ 

•  * 

!h 

O             l 

o 

•iH 

<t             1 

<t- 

<u 

rH                 1 

<• 

• 

C4H 

O 

> 

QJ     rH 

O     P- 

o 

U     D. 

cO 

CO 

3   d 

TJ 

"d 

O     CO 

•H 

•H 

CO 

r4 

5-i 

o 

O 

rH 

rH 

pq 

fH 

rH 

a 

o 


o 

■H 

TJ 

CO 
^-1 
M 

C 
CO 

CO 

I 

B 

CO 

4-J 

c 

CO 
CO 

>. 

5-i 

X, 

o 

co 

aj 

-n 

rH 
CJ 

c 


13 


Table  17. --Dollar  volume  of  flowers  sold  by  type  of  customer  and  city, 

22  wholesale  florists,  West,  1970 


Type 

of 

customer 


Los  Angeles 


San  Francisco 


Total 


Retail  florist.... 
50  miles  or  less 
Over  50  miles. . . 


Nonflorist 

50  miles  or  less 
Over  50  miles. . . 


Grocery. 

Variety 

Miscellaneous  1/ 


Wholesale  florist... 
50  miles  or  less. . 
Over  50  miles 


Totalo .'.... 


1,000 
dollars 

3,985 
2,797 
1,188 

173 
173 


58 

15 

100 

1,647 

1,072 

575 

5,805 


1,000 
Percent  dollars 


69 

48 
21 

3 
3 


1 

2/ 

2 

28 
18 
10 

100 


3,449 

2,480 

969 

213 

143 
70 

182 

31 

1,399 

282 

1,117 

5,061 


Percent 

68 
49 
19 

4 
3 
1 

3 

1 

28 

6 

22 

100 


1,000 
dollars 

7,434 
5,277 
2,157 

386 
316 

70 

240 

15 

131 

3,046 
1,354 
1,692 

10,866 


Percent 

68 
48 
20 

4 
3 

1 

3 

2/ 

1 

28 
12 
16 

100 


1/      Includes  sales  to  street  vendors  and  caterers, 
2/  Less  than  0.5  percent. 


Other  wholesalers  take  the  bulk  of  the  product  not  sold  by  terminal  market 
wholesalers  to  retail  florists.  Sixteen  percent  of  total  sales  of  the  terminal 
market  wholesalers  go  to  wholesalers  50  or  more  miles  from  the  terminal  market, 
and  12  percent  to  wholesalers  within  a  50-mile  radius. 

Sales  to  nonflorist  retailers  were  only  4  percent  of  total  sales.  Most 
sales  to  nonflorist  retailers  went  to  grocery  stores  located  within  50  miles 
of  the  terminal  market. 

Trends  in  Customer  Types 

The  wholesalers  interviewed  found  little  change  in  the  proportion  of  busi- 
ness transacted  with  particular  types  of  customers. 

Retail  florists  have  continued  to  be  the  prime  customer  of  the  terminal 
market  wholesalers.   Other  wholesalers  continue  to  be  the  second  large  market 
for  the  terminal  market  wholesalers.   Sales  to  nonflorist  retailers  did  not 
change  appreciably  between  1965  and  1970. 
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The  wholesalers  did  not  foresee  any  notable  change  in  the  types  of  custo- 
mers they  will  serve  in  the  next  5  years.   A  few  wholesalers  found  that  sales 
to  other  wholesalers  increased  for  them  in  1965-70,  but  they  expected  no 
increase  in  the  percentage  of  sales  either  to  other  wholesalers  or  to  non- 
florist  retailers  in  1970-75. 


SALES  ARRANGEMENTS 


Personal  judgment  by  management  is  more  important  in  credit  extension 
than  formal  procedures.   Sales  generally  are  made  on  the  basis  of  a  30-day 
credit.   After  30  days,  an  interest  charge  is  normally  applied  to  outstanding 
balances.   Variations  in  credit  policy  after  the  initial  30  days  depend  pri- 
marily on  the  manager's  judgment. 

Most  interest  charges  were  from  1  to  1  1/2  percent  per  month.   Wholesalers 
generally  were  not  as  concerned  with  charging  interest  as  a  means  of  encouraging 
prompt  payments  as  they  were  in  maintaining  a  continuous  and  active  account. 
Consequently,  accounts  overdue  from  60  to  90  days  may  be  put  on  a  c.o.d.  basis. 
Arrangements  under  c.o.d.  purchases  for  paying  back  part  of  the  past  due  bill 
were  based  on  managerial  judgment  and  experience. 

Other  Services 

Service  is  the  heart  of  wholesaling.   Cut  flower  wholesalers  in  Los  Angeles 
and  San  Francisco  provide  most  of  the  services  normally  expected  with  the 
wholesaling  function,  as  adapted  to  the  product  being  sold. 

Delivery  of  flowers  to  the  retailers  is  one  service  that  terminal  whole- 
salers have  traditionally  performed.   Customers  located  close  to  the  markets 
are  not  specifically  charged  for  delivery*,   Most  terminal  market  wholesalers 
in  the  two  cities  now  have  deliveries  over  50  miles  from  the  terminal  market. 
Usually,  distant  customers  not  only  pay  a  delivery  charge  but  also  may  have 
to  purchase  a  specified  minimum  volume  to  obtain  delivery. 

Wholesalers  also  break  down  shipping- size  packages  and  repackage  flowers 
as  needed  by  the  individual  retailer.   Inherent  in  repackaging  is  trimming 
flowers  to  help  preserve  their  freshness.   The  wholesaler  in  the  process  of 
repackaging  and  trimming  also  performs  a  storage  function  for  the  retailer. 

A  less  obvious  service  performed  by  the  wholesaler  for  the  customer  is 
providing  a  standardized  product  of  more  or  less  recognized  quality.   No  mar- 
ketwide  quality  standards  or  grades  now  exist  for  cut  flowers  in  the  two 
markets.   Judgment  with  respect  to  quality  is  a  key  factor  in  determining  the 
markup  used  by  various  wholesalers  in  the  two  markets. 

Wholesalers  in  the  two  markets  have  done  some  individual  as  well  as  group 
advertising  through  various  industry  organizations.  Advertising  individually 
and  through  trade  associations  by  wholesalers  has  been  limited  in  scope. 
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Future  Services 

Most  wholesalers  blamed  a  continuing  cost-price  squeeze  for  contemplating 
the  elimination  of  some  particular  service.   Wholesalers  did  not  plan  to  add 
any  new  services  to  those  now  performed.   Suggested  particular  services  that 
might  be  performed  by  wholesalers  were  generally  not  considered  functions  to 
be  performed  by  the  wholesalers.   Wholesalers  thought  that  the  following  opera- 
tions will  be  altered  in  the  future: 

(1)  Delivery  charges.  Delivery  charges  for  all  customers  may  become 
a  reality. 

(2)  Credit  policies.   More  formal,  orderly  credit  policies  will  replace 
the  present  loosely  handled  system. 

(3)  Grades  and  standards„  Firms  were  not  unanimous  in  their  beliefs 
that  universal  grades  and  standards  will  become  a  reality.  Most 
recognized  the  need  for  industrywide  quality  levels. 


PRICING  PRACTICES 


Rate  of  Return 

Wholesalers  believed  their  rate  of  return  on  investment  compared  favorably 
with  competitors.  About  half  the  firms  thought  other  firms  netted  between  1 
and  3  percent  of  sales.   Less  than  one-fourth  of  the  firms  thought  returns 
were  closer  to  4-6  percent  of  sales  (table  18) . 


Table  18. --Estimated  average  rate  of  return  for  market  by  city, 
22  wholesale  florists,  West,  1970 


Percentage 
rate 

Los  Angeles                 San  Francisco                        Total 

Less   than  3  •  • ° - 

4   -    6 

10   or  more 

N.   A.    „ .  . .  „ 

Total... „ 

7                                         4                                         11 
2                                         3                                           5 
1-1 
1-1 

4                                         4 
11                                         11                                           22 

N.A.  -  No  answer. 

The  important  consensus  by  wholesalers  was  that  the  rate  of  return  is  not 
large  enough  to  attract  outside  firms.   Wholesalers  believed  returns  were 
potentially  good  enough  for  a  firm  to  stay  in  the  terminal  market  wholesale 
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business,  and  a  few  even  thought  returns  may  be  good  enough  to  expand  present 
business . 

Ma  rkup 

The  markup  pattern  for  Los  Angeles  and  San  Francisco  was  20-25  percent.   A 
few  firms  reported  markups  beyond  these  higher  and  lower  limits.   Reasons  for 
varying  the  margin  related  to  both  supply  and  demand. 

The  prime  reason  for  varying  the  percentage  markup  is  the  size  of  purchase 
made.   For  example,  the  purchase  of  a  full  carton  as  received  from  the  grower 
costs  the  wholesaler  less  to  handle  than  the  repacking  and  trimming  required 
by  the  less-than-wholesale-size  carton  purchases  often  made  by  the  retailer. 
Today,  a  retailer  can  buy  a  wholesale  carton  direct  from  the  grower.   Unless 
the  wholesaler  in  the  terminal  market  can  price  a  carton  delivered  to  a  re- 
tailer at  a  level  near  the  grower's  delivered  price,  the  retailer  may  seek  to 
purchase  his  supply  direct  from  growers. 

The  markups  charged  by  wholesalers  generally  do  not  vary  by  the  type  of 
product  sold  nor  by  general  services  rendered.   Nevertheless,  to  encourage 
retailers  to  establish  standing  orders,  the  wholesaler  will  vary  markup  depend- 
ing on  variable  costs  of  the  product  to  the  wholesaler.   Generally,  as  prices 
rise,  the  percentage  markup  will  be  lower,  and  as  prices  fall,  the  wholesale 
markup  will  be  increased. 

All  wholesalers  insisted  that  additional  or  rising  costs  could  not  auto- 
matically be  added  on  with  the  same  markup  as  previous  costs.   Wholesalers 
fear  that  they  will  have  to  cut  services  or  raise  margins  to  achieve  an  adequate 
return  on  investment  in  the  future. 

Wholesalers  unanimously  maintained  that  price  charges  to  achieve  the 
desired  margin  were  tempered  by  prices  charged  by  competitors  in  the  market. 
This  does  not  mean  that  all  wholesalers  charged  the  same  prices.  Most  whole- 
salers stated  that  they  use  subjective  judgment  in  acquiring  the  specific 
quality  of  products  wanted  by  their  retail  accounts.   In  the  same  terminal 
market,  a  firm  necessarily  charges  a  little  more,  the  same,  or  a  little  less 
for  a  particular  quality  and  quantity  than  competitive  wholesalers.   Narrow 
objective  standards  of  quality  are  not  available  to  measure  differences  in 
quality  that  exist  among  wholesalers. 

Price  information  is  acquired  by  wholesalers  in  various  ways  in  the  two 
terminal  markets.   The  methods  usually  used  to  obtain  prices  are  based  on: 

(1)  Prices  charged  by  growers  contacted  in  obtaining  supplies; 

(2)  Adjusting  prices  to  those  charged  by  competitors  by  observation  (in 
terminal  markets,  wholesalers  are  constantly  talking  to  the  same 
buyers  who  have  talked  to  competitors,  as  well  as  talking  directly 
to  competitors  about  daily  market  activities) ; 

(3)  Adjusting  to  prices  charged  by  competitors  for  actual  purchases. 

(Wholesalers  do  buy  from  each  other  to  meet  specific  needs  of 
customers  that  were  not  anticipated) ; 
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(4)  Evaluating  responses  of  many  buyers  telephoning  orders  into  the  mar- 
ket (some  buyers  delay  purchases  to  the  last  minute  hoping  that 
supplies  will  be  more  than  adequate  to  meet  market  needs.   Other 
buyers  check  and  recheck  prices  during  the  early  market  hours  for 
trends)  ; 

(5)  Other  special  factors,  such  as  unusually  large  deliveries  or  failure 
of  usual  deliveries  to  arrive;  emergency  demands  for  particular 
flowers  or  specific  colors,  etc. 

Pricing  in  the  terminal  wholesale  market  is  neither  an  art  nor  science. 
Judgment  based  on  experience  is  a  key  factor.   Experience  indicates  a  markup 
of  20-25  percent  on  overall  sales  is  necessary  to  provide  services  to  retailers 
and  to  maintain  an  adequate  return. 

FACTORS  INFLUENCING  ORGANIZATIONAL  CHANGE  IN 
TERMINAL  WHOLESALE  MARKETS 


Exit  and  Entry 

Almost  all  wholesalers  indicated  that  conditions  are  not  favorable  for 
the  entry  of  new  wholesalers  in  the  terminal  markets.   They  believe  that 
existing  firms  will  continue  to  get  larger,  but  no  new  firms  will  enter  the 
markets.   This  conclusion  was  based  on  the  wholesaler's  belief  that  while 
there  always  will  be  demand  for  terminal  wholesalers,  the  salaries  paid  are 
not  competitive.   People  go  to  work  early  and  work  long  hours,  and  present 
firms  already  provide  sharp  competition0 

Wholesalers  were  not  particularly  concerned  with  the  competitive  problem 
of  direct  purchases  by  retailers;  they  believe  the  demand  for  their  services 
will  continue.   The  wholesalers  were  more  concerned  over  the  problem  of  the 
location  and  adequacy  of  their  existing  facilities  to  continue  to  serve  present 
and  potential  customers. 

Many  wholesalers  noted  that  new  wholesalers  were  locating  nearer  to  growers 
and  to  the  newer  retailers  establishing  businesses  in  surburban  areas.   The  San 
Francisco  terminal  market  is  conveniently  located  near  the  approaches  of  the 
Bay  Bridge  and  connecting  freeways  for  good  truck  communication.   The  Los 
Angeles  market  is  located  in  a  more  congested  area  near  an  obsolescent  whole- 
sale produce  market. 

Trends  in  Market  Structure 

The  terminal  wholesale  flower  markets  in  Los  Angeles  and  San  Francisco 
have  changed  little  in  the  past  5  years.   Wholesalers  believe  there  will  be  a 
continued  demand  for  their  services.   Yet  they  foresee  little  change  in  market 
structure.   None  of  the  wholesalers  anticipated  additional  vertical  or  horizon- 
tal integration  of  firms  in  the  terminal  wholesale  markets. 

A  change  in  the  location  of  the  terminal  wholesale  market  in  Los  Angeles 
was  considered  a  possibility  by  most  of  the  wholesalers.   The  wholesalers 
in  San  Francisco  were  not  contemplating  moving  in  the  near  future.  A  change 
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in  location  can  possibly  effect  the  future  structure  of  the  wholesale  terminal 
market . 

Most  of  the  wholesalers  in  both  markets  believed  that  the  prospects  for 

fewer  wholesalers  in  the  terminal  markets  was  greater  than  a  possible  increase 

in  number,  but  many  believed  the  number  will  be  about  the  same  5  years  from 
now. 


SUGGESTED  INDUSTRYWIDE  SERVICE  IMPROVEMENTS 


Wholesale  Segment 

Wholesalers  generally  believed  that  their  segment  of  the  industry  must  do 
the  following:   Improve  the  general  quality  of  products  sold  by  agreeing  to 
narrow,  specific  quality  standards;  (2)  improve  formal  communications  on  mutual 
business  goals  between  wholesalers  and  retailers;  and  (3)  increase  advertising 
and  promotion  to  better  compete  with  other  industries. 

Retail  Segment 

The  wholesalers  suggested  the  following  improvements  were  needed  in  retail 
merchandising:   (1)  Retailer  encouragement  of  more  person-to-person  sales 
rather  than  telephone  orders;  (2)  the  establishment  of  joint  wholesaler-retailer 
educational  and  promotion  programs;  and  (3)  increased  retailer  emphasis  on 
management  development.  A  few  wholesalers  stated  that  retailers  should  stress 
sales  as  strongly  as  they  now  stress  design  education  and  promotion. 

Grower  Segment 

Wholesalers  believed,  almost  unanimously,  that  growers  could  improve 
business  by  producing  higher  quality  flowers.   Some  wholesalers  expressed  the 
belief  that  better  quality  could  be  achieved  by  training  in  cutting  flowers 
at  the  proper  stage  of  development  and  that  growers  could  pay  more  attention 
to  costs  and  to  the  types  of  products  wholesalers  in  the  area  needed. 
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